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PREFACE 


_ Ever since the time of Plato authors have chosen times of 
‘ress and insecurity to draw pictures of perfect states. Our 
cerature on “planning” and “‘self-sufficiency” reflects the 
tme human desire to escape the harsh realities about us. A 
eritable tidal wave of economic nationalism has come upon 
3. It ranges from the Hearst press and the Saturday Evening 
ost who wish to “meet Great Britain on its own terms” to 
fean Donham and J. M. Keynes who think that national 
lf-sufficiency will be a road to peace. Professor Charles S. 
‘Ippetts—at our suggestion—devotes a great deal of his space 
) an examination of this recent literature. 

This is the fifth of a series of Public Policy Parnphlets 
which the University of Chicago is publishing. Frequently 
ie scholarly journals give no attention at all to problems 
jat have an acute but temporary interest, while the ordinary 
jagazines can print little but superficial comment. The Uni- 
ersity might well perform a valuable public service by mak- 
‘g available to the public whatever special training and in- 
irmation it may have at its disposal. The continuation of 
‘cha series will, of course, depend upon its reception by the 
dblic. 

| Perhaps it goes without saying that the authors of these 
aumphlets are individually responsible for their views and 
at they in no way involve the responsibility of the Univer- 
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AUTARCHY: NATIONAL SELF-SUFFICIENCY 


| Have you ever wondered what it would be like to live in a 
ountry which had cut itself off to a large degree from contacts 
ith other nations? Just what would it mean to Americans if 
he United States were to isolate itself economically from the 
est of the world? “‘Autarchy” is the word used by German 
conomists to describe such a situation. It is a word with 
thich Americans should be familiar, for they will probably 
ear it a great deal during the next few months. During those 
ame coming months we shall be forced to make a momentous 
ecision, namely, whether the United States shall take the 
ath which will make of it an autarchy—an isolated self-suffi- 
ent nation. And there is very great danger that we shall 
ater upon this path without careful and thoughtful consider- 
tion. Once the die is cast it will be difficult, if not impossible, 
» retrace our steps. 


TOWARD A WORLD-ECONOMY 


_The broad lesson of modern history seems to be that prior 
3 the World War, countries which had held to various de- 
‘ees of isolation were one by one abandoning that state for 
1e of freer intercourse with other nations. This, it appears, 
as the course of international political and economic evolu- 
on from the Middle Ages down until the second decade of the 
yentieth century. The general trend of historical events ap- 
jared to move in the direction of less isolation and more 
i contact and intercourse. In 1913 even the United States 
© enacting the Underwood-Simmons Tariff Law lowered its 
)port duties considerably to what many of us hoped was a 
permanent low level. 

‘We cannot enter upon a discussion of tariff history here. 
ie broad outlines of the period before the war have been 
ced by Dr. Harry D. Gideonse, President of Brooklyn Col- 
e, in a pamphlet entitled World Depression—World Re- 
ery published by the American Library Association. Presi- 
t Gideonse also shows how and why this movement to- 
rd a world-economy reversed itself following the war. 
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AWAY FROM A WORLD-ECONOMY 
After 1920 many countries, the United States included 
moved distinctly toward greater restrictions on trade. Wher 
frontiers are revised in a wholesale manner after a war it i 
natural to expect a considerable revision of tariff duties alsc 
It was probably inevitable that the succession states to the olf 
Austro-Hungarian Empire, created in accordance with th 
principle of self-determination, should set out to make them 
selves more independent and self-sufficient by tariff w 
But before these countries were through they had well-nig 
strangled all trade in Central Europe, and created a state ¢ 
perpetual doldrums there. Other countries, all over the 
which came out of the war with new industries, or an enla 
capacity in old ones, determined to make these changes p 
manent by all manner of protective devices. 
Sometimes nations develop an uncanny ability for adopti 
wrong economic policies at t time when their own b 
interests call for action of a distinctly contrary It she 
no longer be necessary to point out that if the Allied Natic 
were to collect reparations from Germany, should hat 
assisted her in building up an surplus of comm 
and services. Neither should it be necessary to repeat 
the United States should have followed the same proced: 
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| It is frequently argued that in spite of increasing barriers to 
rade in the post-war decade, exports and imports mounted 
readily. It is pointed out that in 1900 trade between nations 
mounted to about 20 billion dollars, while by 1929 the total 
iad grown to over 66 billions. Therefore, it is concluded, tar- 
fs must have played an unimportant part in bringing about 
1e collapse. But these figures are deceptive, if taken literally, 
wr the price level in 1929 was almost twice that of 1900. It is 
rue that, in 1929, the foreign trade of England surpassed 10 
lion dollars, and that of the United States was slightly 
Inder that figure. But the large exports of the United States 
fom 1922 to 1930 were due in no small degree to the huge 
olume of foreign loans made during that period. But for that 
sctor, and loans made by other countries as well, the total 
lume of international trade would have been a considerably 
naller sum. Had there been fewer restrictions, world-trade 
} 1929 would have been much larger, and it is safe to say that 
sese very restrictions prevented exports and imports from 
sing to the amount necessary for a continuance of prosperity. 
| About 1927 the opinion began to be frequently expressed in 
‘sponsible circles throughout the world that tariffs had be- 
me too high if prosperity were to be attained and made per- 
janent, and that a concerted effort must be made to reduce 
jem gradually. The World Economic Conference at Geneva 
(| that year was decidedly of that opinion. Even in tariff- 
irangled Central Europe it looked as though better sense 
ere to prevail. But the attitude of the United States was an 
portant factor in determining which way the tide would 
\rn, and there is excellent authority for the statement that 
d this country not passed the Smoot-Hawley Act in 1930 
re would have been a successful effort to lower tariffs in 
ny parts of the world. So when we try to blame foreigners 
what has happened to us, let us remember that episode. It 
uite proper to say that the United States was the moving 
rit in preventing much needed tariff reductions. 

The deepening of the depression, itself caused partly by 
yng tariff policies, now led to additional unsound trade re- 
ictions, which only made matters worse. In other words, 
nomic isolation is suggested as a remedy for an economic 
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catastrophe which was brought on partly by isolationist poli- 
cies. Do you believe it is — to cure a serious illness by — 
giving the patient more of the very thing that made him ill? 
Is that not what many Americans are at this very moment 
trying to do? 

We must not discuss the tariff at greater length here, inas- 
much as a separate pamphlet in this series is devoted to that 
topic. We cannot avoid some treatment of it, because if au-— 
tarchy is brought about it will be by a continual increase in im- 
port duties and other restrictions. Not only exports and im- 
ports of commodities will be affected, however. If the move- 

ment now sponsored actively in many parts of the world suc- 
, ceeds, the next generation will see practically no international 
movements of capital and a great decline in the 
of international services. Already, by late 1973, it had gone so 
far through the increase in tariffs, quotas, and various 
controls that the total foreign trade of the world was barely 
ot alae a a 1929 level. A large variety of causes can 
but restrictions on iad saat SRR 
sale conta thes Glogan: No wonder that the late P 
James Harvey ae te, was ied to rennttle, ile : 
is fast ee series of walled estates not unlike those of th 
Dark Ages.” No wonder that European economists cal 
what was happening “The End of the World-Economy.” 


: THE APPEAL OF AUTARCHY 


a What explains this sudden increase in the number of t 
who starchy? Thre have ana bon those wh 
Be 1 it desirable; there ae Sees De, € 


Sie 


arisen in consequence of our participation in the world-order 
are the most difficult to settle. Lastly, that if we were not 
part of a world-order, the remaining problems which await so- 
lution would be much easier to settle than they actually are.” 
Professor Gregory adds, “Where isolation is preached, it is 
always with an area in mind so great—as in the case of the 
British Empire—that it includes all those varieties of soil and 
climate, natural and acquired aptitudes and resources, which 
are necessary to a high degree of material well-being.”’ Does 
this distinguished British economist give us his own opinion 
with regard to the desirability of autarchy? He does, in these 
words, “In fact, of course, isolation is impossible... . . It 
would not be difficult to show that on balance isolation even 
for the British Empire would be a grave mistake.” 

We wish that this verdict of Professor Gregory, tendered 
in the middle of 1930, had dealt the death blow to current pro- 
posals for greater isolation in both England and the United 
States. Unfortunately, however, it did not do so, as shown by 
the abandonment of her traditional policy of relatively free 
trade by England, and the erection of higher tariff walls 
around that country. The “Buy British” and “Buy within 
the Empire’ movements have not slackened their pace. Al- 
though not entirely successful in that respect, one of the pur- 
poses behind the Imperial Economic Conference held in 1932 
at Ottawa was to encourage greater freedom of trade within 
the empire, and at the same time to raise import duties on 
non-empire goods. 

Of Americans proclaiming the advantages of autarchy there 
is no scarcity. Turn the pages of that popular weekly journal, 
the Saturday Evening Post, and a regular torrent of articles 
will be found proving that the despicable foreigner is always 
planning insidiously to slip one over on the United States. 
One week, Isaac F. Marcosson informs us that the only way to 
even things up with the British for creating that malicious 
“Buy British” slogan is to “Buy American,” for the British 


2 From an article, “Self Sufficiency as an Economic Ideal,” by T. E. Greg- 
ory in the Manchester Guardian Commercial, International Banking Half 


Yearly Review, July 21, 1930. s 
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can always be counted upon to knife the United States in the 
back. In fact, so he says, there should be “less sentimentaliz- 
ing about the rest of the world, which has its axe out for us.” 
Another week, Samuel Crowther proclaims that we should 
“Sell America” and forget our foreign trade, since it has 
brought us nothing but trouble. He demands a high degree of 
economic isolation and if this means that we can have neither 
tea, coffee, chocolate, nor bananas, he concludes that we can do 
without them since they are not necessities. How many of his 
readers would like to do without tea, coffee, cocoa, chocolate 
7 candy, and bananas? How many of them would like to cut 
down their sugar consumption? Or their consumption of rub- 
ber tires? 

Many of the readers of this pamphlet are well acquainted 
with those stirring articles of Garet Garrett in which he tries. 
to show that foreigners borrowed money from us, and wasted 
it, never intending to pay it back, or in which he outlines a 
malevolent, sensational, but partly imaginary world-wide eco- 
nomic drive against the United States. The articles do not 
stress the ever increasing tariffs of the United States and their 
effect upon the capacity of the foreign debtor to repay what 
he owes us. veedetemptarbemrrrrer ibe ee ) 
things foreign, serious trouble really develops, editorial 
Store maeal 

_ @ great responsibility 

“Certain of the articles by Mr Garrett and Mr. Crowther 
; ae Francis P. Garvan, of the C 
on, Inc., so very much r 


answer, in the shape of the following couplets from Gold- 
smith’s famous poem: 


Aid slighted truth, with thy persuasive strain 
Teach erring man to spurn the rage of pain; 
Teach him that states of native strength possest, 
Tho’ very poor, may still be very blest; 

That trade’s proud empire hastes to swift decay, 
As ocean sweeps the labour’d mole away; 

While self dependent power can time defy, 

As rocks resist the billows and the sky. 


The last two lines were printed in heavy black type, but the 
three words “Tho’ very poor” in the fourth line were not. 
Now, that reservation by the poet is important and signifi- 
cant; self-dependency may make a nation poor. What Mr. 
Garvan should now do is to find another quotation from Gold- 
smith to show how “very poor” a country can be and still be 
“very blest.” This could be printed on the back of his next 
broadside, ““The Deserted Village, No. 2.” 

Early in 1931, Dean Wallace B. Donham, of the Harvard 
Graduate School of Business Administration, published a 
book, Business Adrift,in which he stated the case for what 
might be called moderate economic isolation. A great many 
critics of Dean Donham seem to have concluded that he is al- 
most a complete isolationist, but I believe he does not go that 
far. In March, 1933, he delivered an address at the Wharton 
Alumni Institute on “National Ideals and Internationalist 
Idols” which appeared in the April, 1933, number of the Har- 
vard Business Review. Incidentally, reprints of this address 
have also been distributed by the Chemical Foundation. 
Lawrence Dennis, in an intriguing volume, Js Capitalism 
Doomed? advances arguments similar to those of Dean Don- 
ham’s. The opinions of these two supporters of autarchy will 
be considered in more detail, shortly. Finally, the always in- 
teresting, always clever, but frequently superficial Stuart 
Chase confesses in the September number of Scridner’s that 
he is on the point of succumbing to the supposed attractive- 
ness of autarchy. And now to add to the discouraging pros- 
pect comes the voice of John Maynard Keynes announcing his 
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conversion to the idea of national self-sufficiency in a recent 
article in the Yale Review. 

In view of the growing number of supporters of autarchy it 
is not possible, neither is it desirable, to dismiss their argu- 
ments with a wave of the hand. Some of their statements are 
truly disturbing to one who has been a profound believer in 
the necessity for international co-operation. Lawrence Den- 
nis, for example, states that the idea that there can be inter- 
national co-operation is nothing but a mischievous fallacy. 
“The nations of the world,” he writes, “have as yet no com- 
mon basis of co-operation, the people of the United States 
want none; and if they did, they could not find it in competi- 
tive trade relations. You cannot co-operate about competi- 
tion.”* How about the recent international agreements on 
sugar and wheat, Mr. Dennis? 


HOW MUCH ISOLATION DO THEY wisn? 


ucts which must be exported.’’4 But, how much raw material 
is “essential,” and how much of our home products “must” be 
exported? This amount may have to be determined by trial 
and error, thinks Dean Donham. But, how? 

Let us see if we can get any assistance from Dean Don- 
ham’s book, Business Adrift, in which many people who have 
not read it think he advocates complete isolation. After stat- 
ing “If we base our national economy on foreign trade, we 
base it on the least stable element in the whole international 
situation” his main conclusion is that we should stop promot- 
ing our export trade. Even if we do this, he admits, 


There is a large place left for foreign trade, for as a minimum we 

shall export: 

a. Special commodities where our advantages offer exceptional 
profits, i.e., more than domestic profits after considering risks, 
both present and future. ; 

b. Our surplus raw materials like cotton. .... 

c. Machinery, equipment and similar articles needed to build up 
undeveloped countries at good prices. 


He suggests that it may be necessary to curtail the produc- 
tion of such commodities as cotton under national regulation. 
But it is the last item which causes him the greatest worry, 
since he feels that the continued exportation of machinery and 
equipment will bring the United States into direct and bitter 
competition with other nations, leading possibly to war. So if 
this country begins to lose its foreign markets he would gladly 
let those markets go, if dangerous international economic 
strife is thereby avoided. 

What does Dean Donham conclude with regard to imports? 
He wrote: 


We must import and should stimulate the importation of raw ma- 
terials on an increasing scale. We should import increasingly special 
commodities where other countries have a substantial advantage, 
provided by so doing important social groups here are not made to 
suffer... . . Many articles of luxury and handwork are in this class. 
Such imports will be necessary to balance interest payments made 


, 4“National Ideals and Internationalist Idols,” Harvard Business Review 
(April, 1933), P- 394- 
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to us when the balance of trade changes. We should welcome and de- 
velop this amount of foreign trade and at the same time approach it 


as a norm. 


If we accept this principle in the development of our foreign 
trade, he is of the opinion that higher tariffs may not be re- 
quired. If, however, we continue to expand our export trade 
energetically it will be necessary, he concludes, to erect higher 
and higher tariff walls.’ Otherwise, the flood of i imports which 
will necessarily follow will ruin a number of American indus- 
tries. In his own words, then, what Dean Donham wishes is 
not complete isolation, but a “reasonable” or “relative” self- 
containment. We can secure this, he believes, by ceasing to. 
concentrate so much of our attention on foreign trade, center- 
ing our attention on the improvement of our domestic trade 
which is so much more important, and setting our own house 
in order in other respects. It is difficult to be certain that we 
have represented his me accurately. When we examine 
his arguments carefully we do not find him to be nearly so 
much of an isolationist as on the surface he appears to be. 
Certainly, he seems to be the fairest and most reasonable « 
the “isolationist” school, po peat ssarmar hr 
believes that more careful and centralized 
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injury could not be very great, and would be more than over- 
balanced by the increasing prosperity of the exporting indus- 
tries. 

Let us turn to Mr. Samuel Crowther. The quality of his 
argument does not merit great attention but since his article 
has probably been read by far more people than any of the 
other publications, we shall go into some detail. He tells us 
that so many countries can now produce both raw materials 
and manufactured goods that the basic need for a large foreign 
trade is gone. “We have,” he says, “traveled to a position 
where we absolutely need to import very little in the way of 
goods.”’ Furthermore, “It is being realized in most countries 
that the importation of goods which could be made at home is 
an economic waste.” But he adds, “There would, however, be 
no point in trying to bring about a complete self-contain- 
ment, for this would involve some wholly unnecessary incon- 
veniences and the loss of a substantial portion of our foreign 
investments.” Exactly! And every move in the direction of iso- 
lation brings us face to face with just such difficulties. 

What about the world-trade of the future? He has an an- 
swer for that in these words, “The world trade in manufac- 
tured goods in the future will be in those articles which it does 
not pay the importing country to make for itself.” Again, we 
must say “Exactly! Most economists would instantly agree 
that the sound reasons for importing have always been either 
to secure articles you did not make, or that could not be made 
as cheaply at home as abroad, in other words, commodities 
that it did not “pay” you to make. But, in the statement 
quoted above does he not imply that anything that could be 
made at home should not be imported, regardless of the cost? 
We may well wonder which he means. 

A little further on he tries to clear matters up, by telling us 
we should import “‘only such raw materials as we do not or 
cannot produce, or for the time being cannot produce in suffi- 
cient quantities... . raw silk, coffee, tea, tropical fruits we 
do not grow, art objects, jewels, tin and a number of the lesser 
metals. For the time being sugar and rubber would be on the 
list.” But in another place we find this, “Our purchases would 
be incidental to collecting our debts.” 
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What about exports under Mr. Crowther’s system? Their 
size would depend upon the state of the international ac- 
counts, the differences between the various items in the bal- 
ance of international payments. He labors long and indus- 
triously on this problem, but admits that the result cannot be 
definitely determined until we know exactly how much each 
item in the balance sheet really is. Apparently his thought is 
that after you know exactly what each item is on both sides, 
then you will export just enough to make both sides balance. 
But the difficulty here is that the so-called “invisible” items 
like loans, interest payments, tourist expenses, immigrant re- — 
mittances, and payments for services may be varying con-— 
siderably from time to time. These payments are al] being © 
made and goods exported and imported simultaneously, and 
it is impossible to determine how much a country can export 
in one year by what is happening during that year to the other 
items. These items are not all independently determined; 
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industry is already ruined. But the whole tone of his article 
suggests that if an industry were being ruined by foreign goods 
he would not permit the readjustment to be made; he would 
fight to preserve it with a tariff higher than three Chinese 
Walls. How does he know our exports are at a permanent low 
level? He does not know, and neither does anyone else know. 
In fact reports in August, 1933,showed that for the first time in 
nearly four years our exports were showing an increase. This 
may, of course, be due only to rising prices, but again it may 
not be. As President Gideonse pointed out in his pamphlet 
World Depresston—World Recovery, since the world went 
down together it would probably recover together. In fact, it 
appears that that was happening until 1939. 

It is apparent that it is almost impossible to have a direct 
argument with a writer whose views seem to be so hard to de- 
termine accurately. He may be absolutely right when he says 
that the progress of American discovery will soon relieve us 
from dependence on foreign indigo, camphor, nitrates, rubber 
(through synthetic rubber), dyestuffs, drugs, potash, man- 
ganese, and newsprint. As yet we have no substitute for tin, 
but about everything else we might import would after all, he 
says, be non-essential. But, if we can produce all those com- 
modities in this country more cheaply than we can buy them 
abroad, every economist would agree that they should be pro- 
duced here, unless it was to our advantage to concentrate in 
more profitable fields. In the latter case, according to the 
well-known doctrine of comparative advantages, it would pay 
us to buy them abroad even if we could produce them more 
cheaply here. Our net gain in the end would be much higher. 
That may be hard to see, but it has long been one of the basic _ 
principles of international trade. 

There is one more statement I must call into question. At 
the end of his article, Mr. Crowther says that under his plan 
the United States can make itself prosperous, that the world 
cannot be hurt by having the United States prosperous, “for 
does not wealth tend to spill over?” But in another place he 
rejoiced in the fact that from 1927 to 1929 our exports con- 
stituted only 6 per cent of our national income. Therefore, to 
lose our foreign trade would not be as important for us as it 
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would be for the countries whose exports equalled the follow- 
ing percentages of their estimated national incomes: Cuba, 65; 
Belgium, $5; Chile and Mexico, 35; Argentina, 34; Brazil, 26; 
France, 22; Great Britain, Germany, and Japan, 20; and Italy, 
1§. Now, obviously, if an isolationist policy on our part is go- 
ing to injure the export trade of other countries—countries to 
whom foreign trade is so very important—how can such action 
on our part make them prosperous? In other words, Mr. Crow- 
ther, how can wealth “spill over” under your system? Such 
argument reminds the author of the favorite tariff argument of | 
an editorial writer on one of the Buffalo pa This writer © 
favors a high tariff because it will increase the buying power 
of Americans and eventually they can buy more foreign goods 
than ever before. In other words the higher the tariff wall the 
more foreign goods will eventually be consumed. Since this 
editorial writer is always telling how foreign goods throw 
Americans out of work we might well wonder why he did not 
favor a low tariff. For, according to his own logic, a low tariff 
destroys buying power and you cannot buy as many foreign 
as formerly. 


Mr. Lawrence Dennis is about as ardent an isolationist as 
abet Nothing pleases him more than to drive a coach and 


a not bother you, . 
can have a time with it. He writes, ‘3 
We do not need foreign trade to furnish cheaper 
Ww coly aad aaad 6 cepety ext onan 


he know under what conditions a nation will be happier? Or is 
he simply having a grand time with a lot of words? 

“Security,” he says, “is the only watertight protectionist 
argument.”® Now, it may be true that the more isolated a 
country becomes, the more stable and secure it may be. On 
the other hand, it may of be true, for international influences 
can be helpful as well as harmful. For instance, a number of 
times crop failures in other parts of the world have meant a 
gold mine for the American farmer. Furthermore, in prac- 
tically every depression before the World War, it was in 
Europe that recovery first got under way, and it was Euro- 
pean influences that dragged us out of the slough. So that, if 
we have sometimes been dragged down by foreign events, we 
have just as frequently been rescued by this same obnoxious 
foreign influence. Finally, we must remember that a large 
proportion of the productive capacity of this country before 
1914 was financed by foreign capital. In fact, without foreign 
loans it is doubtful whether the expansion of the United 
States would have taken place at so rapid a rate. Isolationists 
hasten to mention all the harmful effects of international in- 
tercourse, but they ignore the benefits this country has derived 
from this relationship throughout its economic history. 

Now, Mr. Dennis does not tell us how “little” the supply of 
goods may be of which we may be certain, under isolation. 
Do you think we would really all be Aappier if we all had about 
the same small amount of this world’s goods with little hope of 
improving that share? Now we are not certain that this 1s 
what would happen under isolation, but we do not think Mr. 
Dennis knows more about it. And as far as being secure from 
business depressions, one thing is certain. We might have just 
as severe and just as long depressions under isolation as we have 
ever had in an international economy. In this respect isolation 
may not improve matters one bit. 

Dean Donham said in his address to the Wharton School 
alumni that his advocacy of more isolation and his emphasis 
upon our duty to ourselves had resulted in his becoming “al- 
most outcast intellectually and morally,” because “hundreds 


6 Ts Capitalism Doomed?, pp. 160, 168. 
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of economists in vast encyclicals state the true gospel.” How 
it must have gladdened his heart to learn that Stuart Chase 
and John Maynard Keynes had enlisted under his banner. 
But, if you wish to undertake a difficult task sit down with the 
articles by Chase and Keynes and try to decide just how much 
autarchy they think is desirable. It is an impossible task. 
Both of these restless, daring, bold and venturesome souls 
have discovered a new toy, and have proceeded to play with it 
with great gusto. The old order is dead, forever; let the new 
one be born, without too many questions as to its parentage or 
what the future will hold for it. One moment Mr. Chase seems 


Roosevelt is in favor of economic “planning,” so it is all al- 


probably best because of the great difficulties of industrializ- 
ing different countries. But now “most modern processes of 
mass production can be performed in most countries with 
equal efficiency.”’ The increase in the real cost of manufac- 
tured goods which will result from national self-sufficiency 
may be offset by other advantages, but he is rather vague 
about just what these advantages are, except that war will 
probably be less likely. 

We have decided, says Mr. Keynes, that we shall no longer 
be at the mercy of world-forces; we must be free to create our 
own ideal social republics without outside interference; we 
shall be masters in our own houses. This, he asserts, must be 
our decision inasmuch as during the next generation there can 
be no uniformity among economic systems throughout the 
world. We must experiment, and national self-sufficiency will 
make the task easier, if it can be accomplished “‘without exces- 
sive economic cost.” Now, there are few economists for whom 
the author has greater admiration and respect than he has for 
Mr. Keynes, but why in the world does he suddenly stand 
forth as a vigorous champion of autarchy before he has de- 
cided whether or not its cost wi/l be excessive? He would 
probably answer that we shall experiment and find out. But 
there are two difficulties here. He does not tell us how or 
where to begin and how much self-sufficiency is enough. The 
second difficulty is that once we had created our self-sufficient 
state, it might be hard to retrace our steps if we did not like 
it. Mr. Keynes would say that we probably could, but serious 
doubts are permissible. . 

The isolated state would be created by checks upon the 
movements of commodities, capital, and services. High tar- 
iffs would keep out imports, and American industries would 
dig in behind the barriers; new businesses would be launched, 
and large amounts of capital invested in protected industries. 
A student of the tariff history of this country will be con- 
vinced that once protection is accorded to an industry it is al- 
most impossible to take that protection away. Even if it 
should be done temporarily, the spokesmen for that industry 
will paint such a doleful picture of the ensuing losses and un- 
employment that the duties will soon be in force again. There 
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may be some exceptions, but this would be the general rule. 
So it is to be feared that if Mr. Keynes's experiment results in 
the construction of Stuart Chase's mile high, hundred foot 
thick, chromium steel wall around either England or the 
United States, it will take more than a sudden change in Mr. 
Keynes's opinion to blow it down again. 

It is very likely that we shall have burned our bridges be- 
| hind our backs if once we take the road to national self-suffi- 
ciency. Mr. Keynes disagrees, and there we shall have to 
< leave it. But, after all, admitting that the present economic 

system is very bad, why is Mr. Keynes so anxious to change 
it, for he definitely says that the standard of life in England is 
higher today than ever before? He frankly admits that self- 
sufficiency may Jower it. Then, why run the risk? It may be 
1 that he wishes to take the chance because things migAt be bet- 
ter, but we suspect that the main thought in his mind is that _ 
since the present system breeds wars he would try another in 
aoe that wars can be abolished. 
r. Keynes admits three great dangers in the progress to- 
ward self-sufficiency. They are: (1) the silliness of the doc- 
trinaire (“Words ought to be a little wild, for they are the 


license); (2) not 
act wisely, but there 


preaching the old nineteenth-century ideals again. It may be 
doubted whether he would ever have the chance.’ 


WILL AUTARCHY PREVENT WAR? 


If we were to select that aspect of isolation that makes the 
greatest appeal to its sponsors it would probably be that war 
would be much less likely. In Business Adrift Dean Donham 
concluded that we must stop pushing our export trade in lines 
such as machinery and equipment because this brought us 
into direct and bitter competition with other nations and 
would lead eventually to war. In National Ideals and Interna- 
tionalist Idols he said, 


A host of intelligent and idealistic men and women, in spite of the 
disillusionment of the last fifteen years, still believe the only way to 
prevent another war is the road of international cooperation leading 
to the gradual creation of a superstate..... I think this the one 
sure road to another World War. [Again] To me, the road to free- 
dom from world wars and to prosperity lies in working out most 
problems at home. In this way we may reduce the necessity of in- 
ternational cooperation to a minimum within the capacity of human 
nature and remove most sources of friction. 


To John Maynard Keynes this argument also makes a 
powerful appeal. In the article which we have already men- 
tioned he confesses to a complete change in his mental habits 
from the time when freedom of trade seemed to him the ideal. 
“Tt does not now seem obvious,” he says, “that a great con- 
centration of national effort on capture of foreign trade, influ- 
ence of foreign capitalists, and close dependence of our eco- 
nomic life on fluctuating economic policies of foreign countries 
are safeguards and assurances of international peace.” He 
now claims to see that the fight for world-markets, the protec- 
tion of already established interests abroad, international 
specialization, and diffusion of capital all lead to economic 
imperialism and war. Economic internationalism cannot, he 
concludes, avoid war. Especially is this true since the divorce 
between ownership and management of internationally owned 


7 Mr. Keynes’s article on “National Self Sufficiency” will be found in the 
summer issue (1933) of the Yale Review. Mr. Chase’s will be found in Scrib- 
ner’s for September, 1933. 
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property has become so acute a cause of strains and en- 
mities. 

“I sympathize, therefore,” he concludes, “with those who 
would minimize, rather than with those who would maximize 
entanglements among nations. Ideas, knowledge, science, hos- 
pitality, travel—these are the things which should . . . . be 
international. But let goods be homespun.” Therefore, the 
world is wise to experiment as it is doing now. While we don't 
know which type of experiment will work the best, we are 
through, says Keynes, with the old war-breeding laissez faire 
international capitalism. He admits that there are still those 
who cling to the old ideas, but in no country of the world 
today can they be reckoned with as a serious force. 


eign commerce, and they are unable to define just how much 
this will be. They are unable, therefore, to us how much 


It is possible to imagine a world-system under which pow- 
ers which are not so well off will be constantly planning and 
scheming with others for the purpose of defying the isolated 
powers, or gaining sufficient strength to wrest their colonies or 
sources of supplies from them. There are not more than four 
or five countries in the world today which could make even a 
fair success of isolation. The others will fight for their exist- 
ence as they see necessary materials denied them by the iso- 
lated powers. Then suppose one of these countries decides to 
conquer everything in sight so that it can become self-suffi- 
cient also? Is there any example of such a nation in recent 
world-history? Certainly the example of Germany, which 
came late to the business of land-grabbing before the war, and 
insisted upon her “‘place in the sun,” and that of Japan today, 
should be suggestive of what the future might hold if the dif- 
ferentials between nations were made more rigid. , 

Then, suppose that one of these isolated nations discovered 
that its source of supply of a very essential raw material was 
running low. Would it not look across the seas to the supply 
in the hands of another isolated country and plan to wrest 
some of it away? For example, it is estimated that the oil sup- 
ply of the United States will be exhausted within a definite 
time. The future oil supply seems to be under the control of 
the British Empire. What would happen if we could find no 
substitute for oil and believed it essential for our national ex- 
istence? Would one powerful nation permit another to retain 
a monopoly of a necessary commodity if it could take it away? 

Recently Will Rogers in one of his daily comments on the 
news said that the United States had always been fleeced by 
scheming foreigners in various international conferences, and 
that the only thing to do was to stay home, let the foreigners 
alone, and build the biggest navy in the world. Now, that is 
just what is likely to happen if we accept the leadership of 
those who assail world-co-operation. Will not Dean Donham 
and Mr. Keynes answer this question? Why is it that just as 
the nations are considering national isolation as a policy to 
prevent wars, the United States and other leading powers are 
entering a mad race for naval supremacy? Is this the road to 
international peace? It may be a farewell to economic inter- 
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nationalism, but it will substitute economic imperialism. Is 
that likely to make peace more probable? Is it not curious 
that the National Council for the Prevention of War is fight- 
ing against an isolationist policy with all the power at its 
command? 


AUTARCHY AND A PLANNED ECONOMY 


Stuart Chase is probably right when he says, “Economic 
nationalism is indeed unthinkable unless it be controlled. It 
must be planned and planned by the federal government. 

. ++.» To introduce it in a society of laissez-faire is economic 
suicide. It can only be undertaken when governments take 
wer and speculative profit away from business men and 
kers.” In other words he wishes to sound the death knell of _ 
the individualistic, private profit-making system. Mr. Keynes : 
seems to cherish a similar hope, although he does not express it 
— as definitely as Mr. Chase. But we have already noticed 

at Keynes is greatly worried over the matter of i 

under such a system. Do we have or can we produce the right 
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It is not necessary, however, to resort to isolation in order 
to prevent the worst features of depressions. Even under the 
present international order there are certain measures of con- 
trol that can be exercised. These measures would be exercised 
through certain amendments to our banking and currency 
laws. The Federal Reserve System could be used as the cen- 
tral agency to prevent undue expansion of bank credit in times 
of great prosperity. That is necessary if the depression is to 
be prevented, and we have not exhausted the possibilities in 
this direction. Before we go over to isolation as the only reme- 
dy for depressions and submit ourselves to a dictatorial con- 
trol we would be wise to experiment along the Jines we have 
just suggested. And let us remember that mere isolation with- 
out such control is no cure for economic crises. 


THE FINAL CASE AGAINST AUTARCHY 


It will be remembered that practically all of the ‘advocates 
of isolation whose views we have surveyed have asserted that 
the United States would not suffer greatly if most of its ex- 
ports and imports were permanently to disappear. We are 
told that exports were only 6 per cent of our total income in 
1929, that our entire foreign trade is only 8 or g per cent of our 
total trade, and that therefore we should concentrate upon the 
domestic market. This argument is misleading, for when we 
center our attention upon particular industries we find a large 
number whose very life depends upon international trade. 
For example, the industries listed below import necessary ma- 
terials from the number of countries listed: 


Automobile aes Fries 18... Beauty shops... Roe. 17 
Beithers: asia 3 Swiccd: go a ewelrywnas cea ee 26 
elepiones hiansss issu Rgi 2 Aseocer yaa naan sree 21 
BOrniture Ln e059 sees feist os.) » Clothing ..ccts..25 singe Seiae 21 
Ze ee ee ee £3...) Contectionenr ty. 2. astnaconaaies 28 
BIAS WAR ES cl ig 2 So i Se CYMER Y= {7c Renae en 5 Orme res 18 
CR a a7 Ce a eae ane 17 «Drug & Tobacco. 2.2 33% 27 
SPOLting BOOKS 20. ss nese 17. Stationery supplies........ 24 


Now the isolationist will retort that many of these things 
are not absolutely essential for existence. That is perfectly 
true, but if he is going to advocate that women cease to go to 
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beauty parlors he is going to break his heart in a very unpopu- 
lar cause. Of course, we can change our way of living to suit — 
him, but do we want to do so? Is Lawrence Dennis right 
when he says we would be Aappier if we did not have some of © 
these things, chocolate candy, for example? . 
There are industries whose prosperity depends upon the — 
exportation of a large proportion of their annual products. — 
Those industries listed below exported the designated per-— 
centage of their physical production between 1928 and 1937: 


Cotton, .................. §2 Aireraft and parts ag | 
Resin and turpentine. . so = Rice sedes am 
Tobaceo....2..+.2-2.02006 3S Agricultural machines... . . . 20 


It should be quite apparent that an icy moving in the 
direction of more isolation would Awe! “ 
tries. The actual investment in 
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biles were exported, to decrease each of the items by that per- 
centage might mean the difference between prosperity and de- 
pression for that industry. And the leaders of the automobile 
industry are well aware of their reliance upon foreign trade. 

From one end of this country to another are regions and 
cities the products of which are partly or largely dependent 
upon foreign markets. Such industries in the Pacific North- 
west are flour milling, apple-growing, lumbering, and salmon- 
packing. Nearly 40 per cent of the Florida phosphate goes 
abroad; such a loss would be sorely felt. The resin and turpen- 
tine industries would suffer similarly. The meat-packing in- 
dustry would stagger under the loss of its foreign sales for 
lard, bacon, and pork. And what about the shipping com- 
panies, their employees and investments? Over 4,000 ships 
with a tonnage of over 6,000,000, plying the seas under the 
American flag, would be largely useless. What about,the great 
cities which have risen to prominence and wealth because they 
are centers of exporting and importing, the capital invested in 
this work, and those who are employed in it? Yes, what 
would be the effect upon the prosperity of New York, Phila- 
delphia, Boston, Baltimore, Savannah, Newport News, 
Charleston, Jacksonville, Tampa, New Orleans, Pensacola, 
Galveston, Mobile, San Pedro, San Francisco, Portland, and 
Seattle? What about the great port cities on the Great Lakes, 
Duluth, Superior, Chicago, Detroit, and Buffalo which engage 
heavily in Canadian trade? What about the railroad com- 
panies which haul commodities to and away from the sea- 
board? 

It is curious to note the manner in which these problems 
affect our politics. In the city of Buffalo, in which the author 
formerly lived, more fuss was made because a lamp-bulb fac- 
tory was forced to close by the competition of bulbs from 
Japan, than was made over the destructive effects of the 
Smoot-Hawley Tariff Act upon trade along the Niagara fron- 
tier. Very little was said regarding the harmful effect of high 
American tariffs upon the exports of Buffalo flour, cement, 
steel, or other products. And yet the quickest way to kill off 
exports is to refuse to take imports. 

Should we decrease the amount of silk, rubber, coffee, and 
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sugar that we import? We receive 8¢ per cent of our raw silk 
from Japan. There are in the United States about 1,600 silk 
mills, employing about 140,000 workers. Over 160,000 addi- 
tional workers are employed in allied silk industries. The mills 
are mostly in Pennsylvania, New Jersey, New York, Connecti- 
cut, Massachusetts, and Rhode Island. The products of these 
mills in 1930 had a total value of approximately $700,000,000. 
The effect of growing isolation upon this industry would be 
quite apparent. If we ceased to buy silk from Japan she would 
cease to buy American cotton (she took 40 cent of our 
cotton exports in 1931), petroleum, iron, steel, lumber, auto- 
mobiles, machinery, electrical equipment and wheat. Follow 
these ramifications through and we discover that the cessation — 
of silk imports would be a very sharp sword. And 
you could make the same kind of an analysis for a great many 
American industries. 

It is useless to carry the argument to the point of endeavor- 
ing to discover what the effects of com isolation would be. 


* - 


Even our most ardent isolationists not yet go that far. 
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Have you thought what would happen to nearly 18 billions 
of dollars of American money invested abroad under an iso- 
lated system? If you do not wish to lose most of this sum then 
you cannot support even the first move toward isolation. This 
sum, by the way, does not include the war debts, money lent 
by our government during the war. When Mr. Dennis says 
that we cannot collect interest and principle on this sum with- 
out ruining ourselves he is stating something that he cannot 
prove. If we act sensibly, and adopt a reasonable tariff policy, 
we can collect most of it with benefit instead of harm to our- 
selves. In consistency with their own position isolationists 
should advocate the cancellation not only of the war debts, 
but of the larger portion of the 18 billions that we have pri- 
vately invested in foreign countries. 

During the past decade approximately $0 per cent of our 
exports have gone to Europe. Moulton and Pasvolsky are 
therefore justified when they conclude, “It is doubtful indeed 
whether our economic system could survive amid the difficul- 
ties that would be involved in effecting the wholesale shifts 
that would be required to make this country independent of 


. foreign trade... .. There never was a more complete eco- 


nomic fallacy than the one now prevalent—that this country 
can turn its back on Europe and prosper by so doing.’ 


8H. G. Moulton and Leo Pasvolsky, War Debts and World Prosperity, p. 
4ll. 


NOTE.—In preparing the fourth impression of this pamphlet it has not 
been possible to make the changes necessary to include developments result- 
ing from the beginning of the Second World War. The main argument of the 
foregoing discussion is still true. Neither has it been possible to include the 
trade agreements program. The best treatment of this program is The Way 
Forward, The American Trade Agreements Program, by Francis B. Sayre 
(The Macmillan Co.). 


ES 


